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Mr. P. Chidambaram*
...1 must apologise for being punctual this morning. 'That, I think is a good
indicator of the kind of change that we are trying to bring about in the working
of the Government. When I accepted this invitation, I was asked to speak on
GATT and the Uruguay Round of Talks. I find that between the time I accepted
the invitation and the time that I am b~fore you to speak, not only my time-slot
but my subject has been pre-empted by someone else, which leaves me, I believe,
with the pleasant task of delivering the Valedictory which, if I should do in the
shortest possible time, is to say 'thank you very much for coming to India'. In the
last six months; we have received many visitors, many ~elegations, many people
do so
from many countries. I have had occasion to speak to them•. But,today,
with a certain amount of trepidation and nervousness when I know. that all of
you are observing what I say with the very critical eyes which only a lawyer can
bring to bear on the subject.
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What has happened in India in the last six months is truly revolutionary. Forty
years ago, when we embarked upon the great adventure of building a new India,
India did not have a class of entrepreneurs; India did not have a cadre of
managers; India did not have a reservoir of skilled man-power; India did not
have a capital market: India. was beginning to build institutions, legal and
otherwise, which would deal with economic issues. Therefore, forty years ago,
our founding-fathers, our leaders, were right in taking the road that they took:
that the State would bear the primary responsibility for the economic
development of the country, was a right road to take forty years ago. This road
has brought us gains. It has taught us lessons. The gains were that in key areas,
where a large capital was required, the State raised the capital and invested in.
the production of steel, coal, metals and other vital inputs for industrial growth.
The State took the primary responsibility for power generation; for oil
exploration and for all other sources of fuel. The' State took the primary
responsibility to build roads, to build ports, to run the railways, to run the
airlines and sometimes, even to run hotels. The State tOQk the primary
responsibility to borrow from the world on the strength of the guarantee of the
State. The State took the responsibility not to indicate, but to direct, where
investment will go, As I said, this has brought us gains. What are our gains?
Today, we have the third or the fourth largest reservoir of skilled, and traiRed
manpower. We have the capacity for research. We have the capability of
absorbing new technology. We have the capacity to make massive investments.
We have the capacity not only to receive ventures irytoIndia, but to take ventures
into India, but to take ventures overseas. But we have paid a price. The price is,
we have ambled along at a rate of growth which has been d~risively called in
India 'The Hindu Rate of Growth'. We have not been able to wipe out illiteracy;
we have not been able to provide all our people with'roads, with drinking water,
with schools, with access to health-care; we have not been able to bring to our
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people benefits of modern tecl;mology and science. We do not ',,-ave a world-class
telephone system; we do not have a world-class port or railway system; we do
not have world-class roads; we do not have proper housing. That is the price we
have paid for keeping'a tight control over our "economy! In 1979, when the Tokyo
Round of GATT came to an end, the world took a turn. Unfortuna tel)', those who
were in office during that period were, if I may say with great respect, tired, old
people who did not even kJ10w that the world was taking a turn. We missed that
bus. Seven years later, when the Uruguay Round of Gatt Talks began, another
bus came our way. We boarded that bus, but for reasons which are not necessary
for me to dwell upon today, we got off the bus after two stops. The bus went
without CIS, but carried with it countries like Indonesia, countries which were
once as poor as India, countries with dense populations, great poverty, a high
degree of illiteracy, poor
infrastructure,
low capital formation, superstition,
sloth and corruption.
These countri.es today nave gone far beyond India, have
gone down the road of development
and have brought to their -people ma terial
benefits which they could not have dreamed of five or six years ago. There is,
therefore, a lesson to be learnt· from this and this is the lesson that we learnt
during the time when my party was out of office between 1989 November and
1991 June. There is a moral to this. If you wish to be reflective, if you wish to
educate ycmrself, if you wish to learn and change, the best time to do so is when
you lose an election. I commend this to all those who wish to enter public life.
Lose an election once every five years. During that period of 16 months, we went
through a process of great introspection. The result of that is the manifesto of my
party which is the programme
the Government of Mr. Narasimha Rao is now
implementing.
What is India's problem? India's problem is that for too long it had isolated
itself from the world. The world has grown, according to me, on two principles.
The first principle is that trade is the engine of growth. The more you want to
grow, the faster you want to grow, you must do more trade, you must buy more,
you must sell more. Let me remind you of what President Roosevelt said when
the great depression hit the United States. "Go out and buy." It is only by buying
and selling more that an economy will grow.There is no way in which a country
can be a self-sufficient producer of all goods and services. That is a proposition
which- has to be stated to be rejected. No country can be self-sufficient
in all
goods and services. No country can be a net exporter of all goods and services.
No' country can claim self-reliance in every field of technology or innovation.
ThiS is an inter-dependent
world and one has to buy, one has to sell. The more
yo'u can buy, the more you can sell. The faster you can buy, the faster you can
sell. Your economy will grow. This is the first principle on which world
economies have grown.
The second principle is, capital must move from country to country. No
country can be self-sufficient in'capitat whether it is in the form of money or it is
in the form of technology. The developed world must remember that when it
grew, it grew on the capital that was transferred from the poor countries of today
to those countries. How did Britain grow? How did Europe grow? By taking
-away the iron ore, by taking away the coal, the chrome, the alumina, the rubber,
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the rice, the wheat, the cotton bf India and other countries. Fifty years ago, there
was a net capital transfer from what is now described ~s the third-world to what
is now described as the first-world. This capital, our wealth, went to those
countries and they grew. Today wedemand that capital s.hould flow from those
countries into India; not to return what was taken away, but because that is the
only way in whith we can grow and we can develop.
Ten years of trade in the regime of control has cost India 70 billion dollars of
deficit. Between 1981 and 1991, on the trade account alone, India accumulated a
deficit of 70 billion US dollars. We need ~ net capital inflow of approximately six
billion US dollars a year in order to finance our debt, in order to provide the
necessary capital, in order to grow. We caI1 borro~. We borrowed long-term.
When that dried up, we borrowed short -term. When that dried up, we sold our
gold and when even that became limited, we devalued" the currency and.
embarked upon reforms. There is no way in which India can continue to borrow •.
It is true that mciltilateral aid, the Aid India Consortium, gives us money,
sometimes in the fOrm of quick disbursing loans, sometimes in the form of
long-term credit. But what we need is not borrowed money. What we need is
capital; what we need is to create in India a climate by which the risk-taker, the
entrepreneur from abroad can come into India and say, "I am willing to take a .
risk; I will put my money here; and I am sure I can earn a return on that money."
We absorbed these two lessons and all that we have done in the last six
months is to carry through a process of reform' which reflects these two lessons.
The first lesson, if I may recall once again is trade is the engine of growth. And
secondly, we need capital. We cannot borrow money. We need venture capital;
we need foreign direct investment. On the 3rd of July, .our Government took"the
bold step which few Governments which have been in office for less than ten
days can take, namely, to devalue the Indian rupee. On the next day, it was my .
privilege to announce sweeping trade reforms. The trade reforms contained
rather obvious postulates. Trade must be free, trade canno.t take place in a
regime of control. What one should sell and what one should buy, where one
should sell and where one shou~d buy cannot be qecided by any administrator
or civil servant, however good, however brilliant he may be. These must be left
to the market. Therefore, we began the process of dismantlfng the controls.
Sometimes, when you dismantle control~, your name is tarnished. Sometimes,
name-plates are broken. But that is not important. What is important is-to learn
that controls must be dismantled. All of us here are experts in reading laws and
interpreting laws and regulations. Let me tell you my experience of the last six
months. It is easy to write a law. It is easy to write in a regulation. It is easy to put
in a control. It is ten times more difficult to dismantle a control, to abolish a law,
to abolish a regulation. In the last seven months, I have spent most of my time in
deregulating and decontrolling. Ninety percent of controls have gone. I promise
that the remaining ten percent of controls on trade will go by the 31st of March,
1992. I can abolish the regulations. But what do I do with the regulators? If
regulators remain in place, regulations will come through the backdoor. The
regulators have to go. The regulators have to be replaced by develop~rs. The
mind-set has to be changed. The Government is not here to control. In fact, I was
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aghast to know that we had a Chief Controller of Imports and Exports. Now,
why should anyone control exports? Should he not be a promotor of exports?
Should he not be a facilitator of imports? And this is what we have done. We
have tried to make the office of the Chief Controller of Imports and Exports as
one who will facilitate imports in order to promote exports. It is not easy. It is
easier ~,aid than done. A number of people have genuine apprehensions.
"What
happens to my job? What happens to my family? Am I going to join the millions
of people who are unemployed?
Am I going to be retrenched?"
I have tried my
best to allay their apprehensions.
But it is not an easy task. So when we are
decontrolling,
if you are unhappy with the pace of decontrolling,
when we are
deregulating,. if you become impatient with the pace of deregulation,
bear with
us. But we are deregulating,
we are decontrolling
and, on trade, we will
complete this task by the 31st of March. It will, of course, make a number of
lawyers whose _practise depends on imports and exports and customs very
unhappy. I intend to ,reduce the 500-page volumes of the Red Book which Justice
Pathak must have dealt with in many cases, to no more than 70 pages. I have
directed that the narrative part shall not exceed 35 pages and the appendices
shall not exceed another 35 pages. Whether I will succeed or not will be known
on the 1st of April 1992.
On industry, all industry in India was licensed. Today, all but 1H segments of
industry are delicensed. There has not been such a sweeping change by one
stroke of the pen in recent Indian history and the results are there for anyone to
see. Over 2000 memoranda have been regist'ered with the Ministry of Ind ustry in
the delicensed sector. Over 200 licences have been granted for new industries in
the licensed sector. The Reserve Bank has granted 19K approvals under the
Automatic Approval for Foreign Technology and Foreign Collaboration.
My
Ministry has approved
182 new ventures
under the Export-oriented
Unit
Scheme, 45 new ventures in the Export Processing Zones and 23 ventures
overseas as joint ventures. There has never been a period of six months when
there has been such an explosion of applications
and establishment
of new
industry in India. But what we have done, as I said, is only delicensing. There is
much more to be done. Delicensing is the beginning of decontrol. But there are
any number of Acts and rules and regulations and control orders of which all of
us are familiar which have to be replaced or repealed. The process of decontrol
has to be taken right down to the State, to the municipality, to the panchayat, the
lowest unit of self-government.
There are today States and municipalities
which
levy obnoxious duties like octroi and entry fees and entry duties. These have no
place in a modern world. These laws, these taxes, were invented in the late 19th
Century or the early 20th Century when enterprise and trade had not developed
and when units of local self-government
had to raise taxes for their survival. In
the year 1992, when world trade is the key to growth, all obstacles to India's
trade integrating with world trade have to be removed. Octroi is an obstacle;
purchase tax is an obstacle; entry tax is an obstacle. I am carrying on a battle with
State Governments
to repeal these laws. Take customs. For too long, the
mind-set has been that customs is a source of revenue. I subrnit, for your
consideration,
that the proposition
that customs is a source of revenue is an
obsolete concept. Customs cannot and should not be a source of revenue.
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Customs is a barrier. What is the difference between octroi and customs? Oct"roi
imposes a duty on the movement of goods from one State to another, one town
to another. Customs is a barrier which imposes a duty on the movement of
goods from one country to another. The world over the trend today is to abolish
customs duties. The United Arab Emirates has a customs tariff of one percent.
Malaysia has customs tariffs ranging from zero to ten percent. Many countries in
the world have customs tariffs ranging from zero to five percent. Until five
months ago, we had customs tariffs ranging up to 300 percent. We brought it
down on the 24th July to 150 percent. And we have promised that customs tariff
walls will be brought down. These tariff walls have to be bra.ught down if you
subscribe to the proposition that trade is the engine of growth. These tariff walls,
these high tariffs, have impeded trade. These tariff barriers have sheltered
inefficient production. These tariff walls have to be brought down.
But if I make the statement that customs must cease to be a source of revenue,
what happens to the huge establishment of customs that we have built up over
the last 40 years? How do you dismantle that? Is it going to be painless? No.
There can be no adjustment without pain. Unfortunately, in the last six months,
we have not communicated the lesson, the political lesson, to our people, to
those in Government and outside that there can be no adjustment without pain.
Structural adjustment in any country carries with ir a great deal of pain. In a
country like India, there would be even greater pain than in other smaller
countries.
We have also changed the climate for foreign direct investment. There is a
popular misconception that forei~ direct investment will swamp India. I only
need give you figures. Foreign direct investment in India represents 0.04 percent
of total investment in India. Even if we increase foreign direct investment by ten
times this year it will still mean one half of one percent of the total investment in
India. There is no way foreign direct investment will swamp the Indian
econoiny. On the contrary, we need this foreign direct investment. Indonesia, a
country with a dense population, great poverty, illiteracy, low rates of growth,
attracted eight billion dollars in 1990 and by September 1991, it attracted eight
billion dollars and President Suharto told me that he had cried a 'halt' to
investment in 1991 and told the investor that he might apply again in 1992.
China, which perhaps compares vest with India in terms of size, complexity and
variety of problems, since it opened up in 1981, has attracted 37,000 joint
ventures. China continues to attract twenty four billion dollars of foreign
investment every year. In 1983, China and India had the same volume of exports,
13 billion dollars, In 1991, Ind ia raised its exports to 18 billion dollars, by any
measure a creditable performance. During the same period, China increased it to
54 billion dollars. This year, our exports, after devaluation, will be
approximately 18 billion dollars. China's exports will be 60 billion dollars. We
need this foreign direct investment. We need capital; we need technology; we
need money; we need risk-taking entrepreneurs; we need those who will put
their money in ventures in India and take that risk. And I believe that, in the last
six months, we hilve ~hilnged the ~limilte to ilttfil~t that kind of investment. We
have big names. We have quality manufacturers coming to India and small and
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medium enterprises coming to India. In six months, we have got IBM; we have
got Ford; we have got Kellogs; we have got Alcatel; we have got BMW and soon
we will have General Motors, General Electric, Suzuki and a host of other names
which represent
quality
products
achievement
of the last six months.

and

quality

investment.

This

is

the

Let me, however, utter a word of caution. Do we need to do no more? My
answer is, we need to do much more. As I said earlier, there is no way India can
integrate with the global economy if it remains less than world-class in many
areas. My telephone system must be world-class; my telephone system must be
integrated with the world's telephone system. India's ports must be world-class;
the turn-around
time, the banking capacity, the capacity to receive large tankers,
the~)roductivity,
the loading rate of containers are micro-economic
indicia. Yet
each one of them must become world-class before the world will trade with us.
Our roads must be world-class. Our railway must be world-class. Our airlines
must be world-class. There is no way India can integrate with the world or
India's economy can integrate with the global economy unless we raise the
standards and the quality of every area of infrastructure
in India. This is the next
agenda for action for our Government. We intend to do just this. In the next one
to three years, we must make all our infrastructure
world-class.
Finally, I come to the rules of world trade. As you know, GATT has reached a
crucial phase. G,ATT has now become GATT, GATS and TRIPS, that is, a General
Agreement
on Trade, a General
Agreement
on Trade in Services and
Trade-Related
!ntellectual Property.
The world has been less than fair to India. Take agriculture. In agriculture,
from the very beginning, the central issue has been the extent of reform that
should be accomplished
in trade and production policies in agriculture. The US
and the Cairns Croup wanted elimination of all subsidies and protective barriers
in agriculture.
While the Eumpean
Community,
Japan and a number of
European countries were prepared
to reduce subsidies and protection, they
found the objective
of elimination
politically
infeasible.
The differences
persisted. India was not one of the main protagonists. But we encouraged
the
developed countries to bring down the levels of protection and subsidy more
rather than less. In this debate, the. crucial issue that is forgotten is the
fundamental
distinction
between subsidy in.a develop<;d country and in
developing countries. In a developed country like the US or Canada or Australia,
the subsidy is to perpetuate over-produ~tion
and dump the excess production
on other countries, failing which into the sea. In developing
countries, the
subsidy is to ensure food seC\.uity for our people', self-sufficiency and to protect
rural employment.
So, when GATT says 'reduce subsidies',
that rule, if it is
applied in a procrustern
manner, will be discriminatory
rather thJn nondiscriminatory.
I will give you one more example. Take the issue of patents. The
patent system the worldover
represents
a balance· between the object 0.£
rewarding the innovator by granting him a monopoly for a limited time period
for exploiting the invention and the objective of protecting the consumer against
a possible abuse of the monopoly. How do you strike the balance? Can you strike
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the balance at the same level in a developed country and in a developing
country? And what will happen if you strike such a balance? Today, no more
than 30 per cent of India's population has access to modern health-care, modern
medicines. India's prices of medicine are among the lowest in the world. If a
patent regime as envisaged by the US and other countries and as adumbrated in
the Dunkel Package is accepted without qualification, it is inevitable that prices
of drugs in India will go up five times or ten times. What does that mean? It
means that even among the 30 percent to day who have access to the modern
medical care, perhaps one half will be driven out of the cover and no more than
ten percent of the people of this country would have access to modern medical
care and modern medicines. Our plea, therefore, in Geneva has been that you
cannot apply these rules without exceptions. When Japan says, 'You cannot
apply tarrification without exception; I have to have farmlands in my country.
Otherwise my children will grow up without knowing what a farm is, what
agriculture is", the West must understand Japan's concern. When India says,
"We cannot accept a patent regime which will raise our prices five times or ten
times because it will drive vast millions of our people who have some ac€ess to
medical care today beyond the pale of the medical system," the West must
understand this.
Nevertheless, let me conclude by saying that it is in our interest that there is a
world trade regime which is fair and non-discriminatory. It is in the interest of
developing countries to have a set of rules and regulations f{)rworld trade. We
have a greater stake in fair and non-discriminatory rules than the developed
world and therefore, India will do its best to ensure that a set of rules are
accepted in the world, that a multilateral trading organisation does come into
existence as a successor to GATT. But we will do so only after defending and
protecting the vital national concerns of India and the Indian people.
I am happy that many of you represen~ powerful clients, powerful companies,
powerful multinational companies, powerful investors. I ask you to go back with
the message that India today is a land of opportunity, India has changed, India is
changing. There is only one way to go, that is forward and faster. India has to be
put on fast forward. This process of reforms is irreversible despite what you read
in newspapers, despite what you hear at some forums. Let me assure you of this.
There is a broad consensus among the three major political parties of India on
our reforms. That is the best a'ssurance and guarantee of the durability of our
reforms, not the arithmetic majority in Parliament. Our Government will carry
Parliament with it; our Government will carry the people with it; our
Government will ensure that the consensus that has been built around these
reforms among the three major political parties of India, the Congress, the EJP
and the Janata Dal will endure and this is the best guarantee that the process of
reforms that we have initiated six months ago will endure, will be irreversible
and will integrate India into the world's economy. I request you to go back with
this messag'e and come back next time not to attend a seminar, but with your
clients to invest in India.
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